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Introduction

The Concerned Waterways Alliance (CWA) thanks the Essential Services Commission
(ESC) for the opportunity to respond to its Draft Decision on Melbourne Water’s 2026
Price Review, published 2 April 2026." This submission builds on the CWA's earlier
Playback response (May 2025)° and our detailed submission to the ESC of 12 December
2025.2

CWA is a network of community, catchment, and waterway advocacy groups across
southern Victoria including the entire Port Phillip and Western Port basins. We engage
extensively with Melbourne Water, water corporations, DEECA, catchment management
authorities and local governments.

We support a pricing structure that is fair, transparent, aligned with environmental
protection, and delivers genuine targeted improvements to waterway health, not one
which simply attempts to slow the rate of waterway health decline.

! Essential Services Commission, Melbourne Water Draft Decision 2026 Water Price Review, 2 April 2028
[“ESC Draft Decision™).

? Concerned Waterways Alliance, Response to Melbourne Water’s Price Submission 2026 Playback, 30
May 2025. https:/fconcernedwaterwaysalliance.orgfcwa-responsa-to-melbourne-waters-prica-
submission-2026-playbachk/

 Concerned Waterways Alliance, Submission to the Essential Services Commission re: Melbourne Water
Price Review 2026, 12 December 2025 ("CWA December 2025 Submission™).
htips:/fconcarnedwatarwaysalliance.org/pricing-water-valying-waterways-cwas-submission-on
metbourng-waters-2026-prica-review/
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On the ESC’s draft decision, we wish to acknowledge from the outset that, while the
Essential Services Commission applied reductions and adjustments to elements of
Melbourne Water's broader pricing proposal, particularly in areas such as capital
expenditure and associated revenue allowances, the Commission did not reduce the
base waterways and drainage component of the submission. We thank the Commission
for this decision.

Our primary concerns of the Draft Decision are as follows:

* We oppose the consultant's recommendation, adopted in the Draft Decision, to
remove the $7.28 million waterway manager step change for vegetation grants
and wetland/estuary management.” The consultant's reasoning that there is "no
evidence of new or changed legislative or regulatory obligations" and that
community support is "not sufficiently compelling”, is inconsistent with both
recent planning legislation and the demonstrable community support shown in
Melbourne Water's own customer research and grants program uptake. Nor
should these costs be absorbed within a residential growth factor as Melbourne
Water manages over 25,000 km of waterways, the vast majority of them rural and
outside the urban growth boundary. The districts added in 2005 include the Little
River, Werribee, Upper Maribyrnong and tributaries, the lower Mornington
Peninsula (Port Phillip side), and the Bass River and Phillip Island catchments.®
They are predominantly rural, and it is our understanding only the Lower Nepean
catchment has been subject to a due diligence study identifying legacy works
and required upgrades. Vegetation grants are one of the most successful
programs Melbourne Water runs in these areas, and removing the uplift would
impose a very real penalty on the very catchments where the program is most
needed. We urge the Commission to reconsider this disallowance.

= We welcome the ESC's critical preliminary view on Melbourne Water’s late
addendum on large and complex connections. The omission of data centre
demand from the core submission is a deficiency that the final decision must
address. The CWA endorses the Commission’s view that the proposal is not yet
acceptable and urges the Commission to require transparent water-source
hierarchies, a dedicated tariff class, and full cost recovery from hyperscale
customers.

= \We remain concerned about the proposed real-term reduction and then flat
Waterways and Drainage Charge over 2026-31. Leaving aside the expanded

SFTI Consulting, Melbourne Water — Review of Expenditure Forecasts, 2028 Water Price Beview, Final
Beport, prepared for the Essential Services Commission, 2026 (“FTI Consulting Report™), section 3.4.9
“Waterway manager $7.28 million”, pp. 71-74.

* Melbourne Water, “Waterways and Drainage Charge”, refers to *customers within the 2005 extension of
Meibourne Water's service area boundary {including Mornington Peninsula Shire)™: see
https://melbournewater.com.au/about-usiservices-and-prices/waternwvays-and-drainage-charge.
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revenue base from new urban areas we view this as inconsistent with
documented and worsening ecological decline in Melbourne’s waterways, with
Melbourne Water’s expanded statutory obligations, and with clearly expressed
community willingness to pay.

*  (Onthe proposed $2.9 million Burndap Birrarung burndap umarkoo (formerly
Yarra Strategic Plan) step change, which the Draft Decision also removes in full,
we accept the Commission’s evidentiary concern about the cessation of DEECA
grant funding, but ask the Commission to invite Melbourne Water to substantiate
that cessation and to reinstate the $2.9 million when such evidence is provided.
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Central concern: the removal of the $7.28 million
waterway manager step change
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The core focus of this submission is the Draft Decision’s adoption of the consultant's
recommendation to remove the full $7.28 million proposed waterway manager
operating expenditure step change. This step change covers activities that lie squarely
within Melbourne Water’s core statutory functions: grants to community groups for
waterway revegetation, wetland and estuary management, associated internal labour,
and maintenance of habitat wetland systems.®

The proposed step change is modest, representing an average of approximately $1.46
million per year over the 2026-31 period. The CWA deems its removal would have a
disproportionate impact on Melbourne Water’s ability to meet its waterway manager
obligations including over rural areas and wetlands, the ecological outcomes
Melburnians and landholders are paying for, and the community-based delivery model
that has been built over many years.

What Melbourne Water proposed

Melbourne Water's proposed $7.28 million waterway manager step change comprises:

« $5 million over five years for additional grants to community groups for waterway
vegetation establishment and maintenance, wetland protection, and estuary
management;

* $1.23 million over five years for two additional FTEs in the North West and South
West regions to administer additional grants, both critical areas of the expanded
district from 2005;

+ $1.05 million over five years for habitat wetland systems maintenance, including
66 habitat wetland systems requiring maintenance and investigation, with costs
based on work order rates and frequency, plus investigations informed by
Environment Protection and Biodiversity Conservation Act 1999 obligations.

Grant costs are based on well-established historical benchmarks from Melbourne
Water's 2023-24 and 2022-23 to 2024-25 grant programs, with unit rates for weed
control, fencing and revegetation.” This is an extension of an established, proven
delivery mechanism and a critical program.

The consultant recommended full removal of the $7.28 million step change on two
grounds:®

% FTl Consulting Report, n. 4 above, Tables 3.42 and 3.43, pp. 73-74, setting out the cost components of
the proposed step change.

? Melbourne Water, Opex Brief - Waterways and Drainage, 2025, as cited in FTI Consulting Report, Table
3.42 ("Waterway manager activities: costing approach™), p. 73.

# FTI Consulting Report, n, 4 above, section 3.4.9, assessment paragraphs at p. 74,
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“there is no evidence to demonstrate an increase in expenditure is required to
comply with new, or changed, legislative or regulatory obligations”

and

“while Melbourne Water received feedback as part of its stakeholder
engagement program, we do not consider the evidence to be sufficiently
compelling to support the proposed increase in expenditure.”

CWA submits the first has been rendered out of date in light of events that have
occurred since the Price Submission was lodged, the second is at odds with the
consultant’s own summary of Melbourne Water’s customer engagement data and
remarks made by ESC representatives supporting MW'’s engagement efforts at the
recent public forum on the Draft Decision.

New and changed legislative obligations

Melbourne Water lodged its Price Submission on 1 October 2025. Between that date
and the Draft Decision of 2 April 2026, two significant statewide planning reforms took
effect that directly and substantially expand Melbourne Water's obligations as
waterway manager.

Amendment VC278: permanent planning controls for 17 waterways (effective 20
January 2026)

The Victorian Government gazetted Amendment VC278 on 23 December 2025.7
It came into effect on 20 January 2026, and represents a significant statewide
reform for waterway protection in a long while.” Key changes include:

* Revisions to Clauses 12 and 14 of the Planning Policy Framework
requiring a consistent, statewide approach to protecting waterways and
reinforcing their environmental, cultural and landscape significance;

* Permanent Significant Landscape Overlays (SLOs) applied to 17 urban
and peri-urban waterways covering land generally within 50-200 metres
of the top of bank on both public and private land, with clear permit
requirements for buildings and works;

* Anincrease in minimum buffer distances for new developments from 30
metres to 50 metres from the top of bank; and

% Victoria Government Gazette No. 5 736, 23 December 2025, gazettal of Amendment VC278 1o the
Victoria Planning Provisions: https:/fwww.gazettevic. gov.au/gazette/Gazettes2025/GG 20255736, pdf.
! Concerned Waterways Alliance, “Permanent Planning Controls for Melbourne's and Western
Waterways - A Landmark Win for Our Rivers”, 23 December 2025:
htips:/fconcarnedwatarwaysalliance.org/permanant-planning-controls-for-melbournes-and-western-
waterways-a-landmark-win-for-our-riverss.
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* Formal recognition in the planning scheme of waterways as connected
living entities from source to mouth, including tributaries, confluences,
wetlands and billabongs, building on the legal recognition already
established for the Birrarung under the Yarra River Protection (Wilip-gin
Birrarung murron) Act 2017."

The 17 waterways now covered by these permanent controls are: Cherry Creek;
Deep Creek; Darebin Creek; Edgars Creek; Emu Creek; Gardiners Creek
(Kooyongkoot); Jacksons Creek (Biik Wurdha); Koonung Creek (Koonung
Koonung); Kororoit Creek; Maribyrnong River; Merri Creek (Merri Merri); Moonee
Ponds Creek; Plenty River (Kurrum); Skeleton Creek; Steele Creek; Stony Creek;
and Werribee River (Wirribi Yaluk). All sit within Melbourne Water’s jurisdiction as
waterway manager.

VC278 creates new, enforceable statutory planning controls along waterway
corridors that Melbourne Water manages. As the declared waterway manager,
Melbourne Water is responsible for the ecological condition of these waterway
corridors, for vegetation establishment and maintenance within them, for
wetland and estuary management at the mouths and along tributaries, and for
engagement with Councils, developers and community groups who must now
work within the expanded 50-metre buffer (potentially out to 200m).

The expanded buffer alone creates a significantly larger area of riparian corridor
within which vegetation establishment, weed control, pest control and
community stewardship are now an expected and reinforced land management
activity. The “Single Living Entity” concept formalised by VC278 directly aligns
with, and places new delivery expectations on, the very activities funded by the
$7.28 million step change: community-delivered vegetation works, estuary
management, and wetland protection.

The Department of Transport and Planning has released two new Planning
Practice Notes (PPN97 and PPN98) to guide Councils, developers and
communities on implementing these controls.' These Practice Notes will
inevitably draw Melbourne Water into additional referral, advisory and on-ground
delivery work.

Amendment VC265: updated stormwater reference in the planning system
(effective 4 February 2026)

On 4 February 2026, Amendment VC265 officially updated the stormwater
quality reference in Victoria’s planning system, replacing the long-standing 1999

""Yarra River Protection (Wilip-gin Birrarung murron) Act 2017 (Vic),
¥ Department of Transport and Planning (Victoria), Planning Practice Note 97 - Strategic Planning for
Waterways, and Planning Practice Note 98 - Assessing Permit Applications in Waterway Corridors, 2025,
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Urban Stormwater — Best Practice Environmental Management Guidelines
(BPEM) with EPA Publication 1739.1 (2021), Urban Stormwater Management
Guidance.™ We understand this is the first substantive update of the statewide
stormwater reference in the planning scheme in more than 25 years.

The updated 2021 EPA guidance sets more stringent and comprehensive
expectations for stormwater management, explicitly tied to the EPA’s General
Environmental Duty and to the protection of receiving waterways. For Melbourne
Water, the replacement means that:

* Stormwater quality offset mechanisms it administers must be aligned
with the updated EPA guidance, not the 1995 BPEM guidelines;

* Referral responses Melbourne Water provides on planning permit
applications are now assessed against the updated benchmark; and

* Expectations on wetland and treatment asset performance,
maintenance, and monitoring have shifted upward.

As the CWA noted in our December 2025 submission, Melbourne Water’s own
stormwater quality offset charge has not been updated since 2014 and is
currently priced below cost-reflectivity.™ The combination of VC265 and the
under-priced offset regime places growing pressure on the waterway manager
budget to backfill catchment-scale obligations that are not being met at the
development site.

Catchment condition, vegetation and flood risk connection

The case for sustaining waterway manager investment and personnel is reinforced by
the 2022 Maribyrnong flood and the Parliamentary Inquiry that followed.'® The Inquiry
found that the scale of impact reflected not only the rainfall event itself, but how the
river system has been planned, modified and managed over time, and recommended
that flood risk be managed at the scale of the whole catchment with land use,
infrastructure, and waterway condition considered together rather than in isolation.'®

Amendment VC278 gives effect to that direction in the planning system by embedding
waterways as continuous living systems and strengthens controls along river corridors,
on the same principle the Inquiry identified, that land use, waterway condition and flood
behaviour are inseparable. Vegetation cover, wetland condition, riparian buffer integrity

* Amendment VC265 to the Victoria Planning Provisions, effactive 4 February 2026; EPA Victoria,
Publication 1739.1: Urban Stormwater Management Guidance, 2021.

“ CWA December 2025 Submission, n. 3 above, section “Starmwater Quality Offsets — structural
weaknesses and policy concerns”.

S Victorian Government, Maribyrnong River Flood Review Report (October 2022 Flood Event), 2023,
"E\fictorian Parliament, Inquiry into the 2022 Flood Event in Victoria - Final Report, 2024, Executive
Summary and pp. 94-133,
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and catchment-scale habitat works are therefore not discrete environmental items but
are components of how the system absorbs and moderates extremes.

We would argue that the activities funded by the $7.28m step change vegetation
establishment, wetland and estuary management, and grant-supported community
works in the catchments most exposed to flood risk, including the Maribyrnong sit
directly within this scope.

Full time Employees

We also made the observation in our December submission regarding the under
spending on projects critical to wetland and waterway health:

“It is the CWA'’s understanding that this is largely due to artificial ceiling on
staffing numbers leaving under resourced teams struggling to implement
meaningful projects.”"’

Therefore, it is evident that the proposed “$1.23 million over five years for two additional
FTEs in the North West and South West regions to administer additional grants” would
markedly assist in addressing this evident delivery limitation.

We ask the Commission to reassess the step change against the current (post-VC278,
post-VC265) regulatory environment rather than against the environment that existed at
the time the consultant's review was finalised.

Community support evidence questioned

The consultant also concluded that the customer engagement evidence presented by
Melbourne Water was "not sufficiently compelling"” to support the step change. The
CWA strongly disagrees, and we note that the consultant's own Table 3.41 summarises,
but does not engage with, evidence that directly supports the step change.” The
engagement results shown in that table are unambiguous.

Engagement activity Result reported in the consultant's own report

Waterways and Drainage Of nine priorities tested, the outcome ranked FIRST by

Forum community participants was: "Wildlife and biodiversity
area protected, connecting havens and sanctuaries
along waterways so flora and fauna flourishes and
thrives for generations to come”, precisely the outcome
the $7.28m step change is designed to deliver.

T CWA December 2025 Submission, n. 3 above, section on natural wetlands underspend.
' ET| Consulting Report, Table 3.41 (“Waterway managemeant - summary of customer engagement”), p.
73, citing Melbourne Water, Opex Brief - Waterways and Drainage, 2025,
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Community Deliberative Waterway health rated 2nd out of 5 investment

Panel (investment priorities, above flood resilience and land/waterways for

priorities) enjoyment. More than 80 per cent of panel participants
supported "increased investment in waterway health”
just behind water supply security.

Community Deliberative 79 per cent participant support for a specific bill
Panel (vegetation case increase to fund a delivery mix including 965 km of
study) vegetation establishment through capital projects,

512.5 km through incentives (grants), and 6,000 km of
vegetation maintenance, the exact grant-based delivery
mix the step change underwrites.

Atop-ranked priority in community forums, 80 per cent plus panel support forincreased
investment, and 79 per cent support for a bill increase tied to a specific grant-delivery
model, collectively represent some of the clearest community support signals available
in the entire PS26 evidence base. Further, CWA member groups engaged with MW in co
delivery of waterway health under the Healthy Waterways strategy, note the
underperformance on a number of important objectives and goals and are supportive of
an upliftin expenditure.

The consultant does not explain what level of evidence it would consider "sufficiently
compelling,” nor does it apply this threshold consistently to other parts of the
expenditure program. This matter was also raised by a member of the CWA in the ESC’s
public forum. In response MW's consultation was directly praised by the ESC. The CWA
respectfully submits that the Commission's final decision should give the consultation
the greater weight it deserves.

We would further add that Melbourne Water's customer engagement program, while
imperfect (as noted in our December 2025 submission), delivered results broadly
consistent with the longstanding My Victorian Waterway survey finding that 74 per cent
of Victorians feel personally responsible for waterway health.™

Community groups are the most cost-effective delivery channel

Melbourne Water has explicitly stated that its delivery mechanism for vegetation and
estuary management "requires a shift to alternate means including through increased
incentives and agreements funded by Melbourne Water grants,” and that these grant-

% Department of Energy, Environment and Climate Action (Victoria), My Victorian Watarway Survey, 2023,
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based approaches are more efficient than direct capital allocation.” The disallowed
$7.28 million step change funds exactly this shift.

CWA member groups are often the on-ground partners for this work. Our member
groups deliver revegetation, weed control, wetland monitoring, citizen science, and
community education maobilising volunteer hours, local knowledge, and small but
targeted resources that no capital-works program can match on a dollar-for-dollar
basis. Removing the grants step change undermines the very co-delivery model that the
Healthy Waterways Strategy depends upon, which Melbourne Water's own customer
panel has endorsed, and what Melbourne Water stated at the April public forum was
extremely valuable in adding value to funding initiatives.

If this step change is removed, it may well mean Melbourne Water will be forced to
deliver equivalent outcomes (to the extent it can) through more expensive internal
mechanisms or defer them. It also risks community delivery capacity falling away, as
groups that rely on small grants to run volunteer-led projects lose their operating base.
Both would be poor outcomes.

The "growth allowance" argument does not apply

In other parts of the Draft Decision, steps of this kind have been rejected on the basis
that they should be covered by the general 2 per cent customer growth allowance. If the
Commission is minded to apply similar reasoning here, we note the following:

« The waterway manager functions covered by the $7.28m step change relate to
obligations under the Water Act 15988, the Healthy Waterways Strategy, and now
VC278 and VC265. These are not proportional to urban residential customer
connection growth and in part they arise from the expanding geographic footprint
of Melbourne Water's waterway management responsibilities and from
increasing ecological pressure;

* The Healthy Waterways Strategy Mid-term Review demonstrates that threats are
growing faster than predicted.” Climate change, land use pressures and
urbanisation impacts have exceeded the Strategy's 2018 assumptions. A 2 per
cent growth allowance calibrated to residential connections does not capture
this:

* Habitat wetland system maintenance is tied to a specific count of 66 systems,
not to customer numbers, and grant activities are tied to vegetation extent and
condition, also not to customer numbers.

2 Melbourne Water, Opex Brief — Waterways and Drainage, 2025, as cited in FT| Consulting Report at p.
72,

A Melbourne Water, Healthy Waterways Strategy — Mid-term Review: Science Inguiry, Implementation
Inquiry, and Summary, 2024 ("HWS Mid-term Review"): htips://healthywaterways.com.auw/.
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For each of these reasons, the step change is a properly identified non-routine cost
driver that a generic growth allowance cannot absorb.

Summary: CWA's position on the $7.28m step change

The CWA asks the Commission to reinstate the full $7.28 million waterway manager
step change in the final determination. In doing so, we ask the Commission to:

* TreatVC278 and VC265 as material new obligations that post-date the
consultant's review and warrant a fresh assessment;

* Give appropriate weight to Melbourne Water's documented customer
engagement results, which indicate strong and specific community support for
this expenditure category;

* Recognise that the grants-and-incentives delivery model is both more efficient
than alternative delivery pathways and explicitly endorsed by customers; and

* Require Melbourne Water to report annually, in its Outcomes Performance
Report, on grant numbers, hectares treated, length of waterway fenced and
revegetated, habitat wetland systems maintained, and condition outcomes
attributable to this program.

Data centres and large or complex connections

The CWA raised the risk posed to Victoria's water security and waterway health by
hyperscale data centres in our December 2025 submission. We are therefore pleased
that the Commission has taken a direct and critical preliminary view on Melbourne
Water's late addendum, and we write in strong support of that view.

Melbourne Water's addendum

On 27 February 2026, Melbourne Water submitted an addendum to its Price
Submission ("Addendum to Melbourne Water's 2026 Price Submission —large and
complex connections").? The addendum proposes a framework for charging upfront
capital contributions ("special charges") and miscellaneous fees for large and/or
complex connections, including data centres, to water, sewerage and recycled water
services, together with a separate set of pricing principles for sewer mining.

The addendum includes back-to-back arrangements between Melbourne Water and
connected water businesses, special charges calculated on an incremental-cost basis,
incremental financing cost formulas, miscellaneous fees for investigation, ongoing,

# Malbourne Water, Addendum to Melbourne Water's 2026 Price Submission - large and complex
connactions, 27 February 2026.
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disconnection and other operating costs, and a commitment to develop connections
policies, negotiating frameworks, and tripartite agreements during the 2026-31 period.

The CWA supports the Commission’s preliminary view, set out at section 9.2.8 ofthe
Draft Decision, that the addendum does not currently provide adequate information or
justification to permit the Commission to accept the proposal.®

The ESC's preliminary concerns (which we endorse)

The Commission has stated directly, in terms we strongly support:

"we consider that Melbourne Water was generally slow to respond to the issue of
large load demand (particularly from data centres) — there are no estimates of
the impact of large loads in its proposed demand and expenditure forecasts, and
interested parties were not consulted on the addendum. We would have
expected these issues to be addressed in the pricing proposal submitted in
September 2025,

The Commission has further noted the absence of detail on cost components for
miscellaneous charges, has expressed concern about the mismatch between data
centre asset lives and the asset lives of bulk infrastructure that might be built to serve
them (raising stranded asset risk for customers), and has declined to accept the
proposal in its current form.*

These are, with respect, the right findings. Indeed had the CWA and other interested
parties been consulted on the addendum before its lodgement, we would have raised
very similar issues, together with a broader set of environmental concerns thata
regulatory-fees-and-charges lens on its own does not capture.

Environmental concerns that must be folded into the final decision

The CWA's December 2025 submission set out in detail the environmental concerns
that the data centre issue raises. In summary:

= Existing Victorian data centre proposals just for the Maribyrnong Catchment
alone could consume up to 20 GL per year of drinking water, the equivalent of
draining a reservoir the size of the West Barwon dam; ™

** ESC Draft Decision, n. 1 above, chapter 8 {"Developer charges and large load connections”), section
9.2.8.

*ESC Draft Decision, n. 1 above, section 9.2, p. 86.

2 ESC Draft Decision, n. 1 above, section 9.2.7 (“Other issues”), referencing the Commission's New
Customer Contributions Framework, 22 lanuary 2026, pp. 27-29.

“ Concerned Waterways Alliance, “Data Centres and Drinking Water: Why the Victorian Government
Must Act Now": https://concernedwaterwaysalliance.org/data-centres-and-drinking-water-why-the-
victora -EOvernmeant-rmiu st-got-nowy/.
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* Melbourne Water itself has acknowledged that current applications exceed the
combined demand of nearly all of Victoria's top 30 non-residential customers;*’

* Industry guidance from the Water Services Association of Australia (WSAA,
December 2025) warns that data centres in Sydney could account for 15-20 per
cent of metropolitan water demand by 2035, and more than 35 per cent of non-
residential drinking water demand, depending on cooling choices;™

« \WSAA explicitly warns that if high-value purified recycled water is diverted to
industrial cooling, households may be forced toward more expensive
desalination pathways, increasing long-term domestic customer bills;

* |f Melbourne's limited climate-independent supply capacity is committed to
private, multinational data centre operators without a clear source hierarchy, the
recovery of flow-stressed rivers and wetlands (including the upper Maribyrnong,
Werribee and Yarra rivers) may be delayed or foregone.™

* The supply to Data Centres comes at a time when key supply districts are
demanding more water from the MW supply system, particularly the Greater
Western Water areas of the Melton and Upper Maribyrnong catchments where
water ways are extremely flow stressed.

What the final determination on data centres should require

In Table B: Issues we are seeking feedback on (page xii), the Commission flags "pricing
principles for large and/or complex connections” as one of the issues for further
feedback.” The CWA welcomes the invitation and asks the Commission to go further
than Melbourne Water's addendum currently does by directing Melbourne Water to
develop and action a dedicated tariff class for data centres and eguivalent very-large
industrial water users.

Data centre operators should pay for the costs they impose on the system, not just
connection costs but ongoing supply costs, and households should be shielded from
the burden of those costs. Hyperscale data centres impose costs that differ in kind, not
just degree, from any other customer category. The volumes involved will drive the

#" Melbourne Water, 2026 Price Submission, October 2025, p. xiv: “Water corporations have received
applications for very large connections, such as those from hyper-scale data centres with projected
instantaneous or annual demands exceeding those of nearly all top 30 non-residential customers in
Melbourne. We have not accounted for this in our demand forecasts or expenditure planning.”
“\Water Services Association of Australia, Data Centres and Water in Australia, 9 December 2025:
https/f/wwwwsas.asn.au/

8 Department of Energy, Environment and Climate Action (Victoria), Central and Gippsland Region
Sustainable Water Strategy, 2022,

B ESC Draft Decision, n. 1 above, Table B “Issues we are seeking feedback on”, p. xii.
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bringing-forward of bulk infrastructure (Melbourne Water's addendum acknowledges
this); they accelerate the need for climate-independent augmentation; they force a
greater percentage of annual consumption of more expensive sources of water; they
introduce stranded-asset risk because data-centre asset lives can be short relative to
bulk water infrastructure (the Commission itself flagged this at section 9.2.7);*' and they
consume volumes outside the envelope on which existing non-residential tariffs were
set. We submit a user category capable of consuming a meaningful percentage of an
entire city's drinking water needs its own tariff class.

Reliability demands of data centres can compound their impact. Residential and
commercial customers operate under permanent conservation rules and accept
restrictions in dry periods. Hyperscale data centres, by contrast, seek firm,
uninterruptible supply because their cooling load cannot safely be reduced. If supply at
full volume is maintained for data centres during severe drought, households face
deeper restrictions than they otherwise would. That cost should be priced into the tariff
through a firm-supply premium and a drought-period charge, with corresponding
contractual rights to require demand response in emergencies.

A dedicated tariff could also be tiered by source. Every megalitre of potable water
committed to industrial cooling must, sooner, be replaced by climate-independent
supply such as desalinated water (energy-intensive and price-elevating) or purified
recycled water (which has higher-value alternative uses, including environmental flows
under the Central and Gippsland Region Sustainable Water Strategy). A well-designed
tariff would impose a premium on potable water used for cooling and reward genuinely
closed-loop and air-cooled facilities below a defined Water Usage Effectiveness
threshold.

Beyond the Commission's stated intention to fully review the proposal before the final
decision, the CWA asks the Commission to require Melbourne Water to:

+ Create a data centre tariff which accounts for the full cost burden of data
centres, including the very real risk they force a higher percentage of our water
needing to be obtained from more expensive water sources such as
desalination.

* Model data centre demand scenarios (low/medium/high) and integrate them into
system planning, augmentation timelines and expenditure proposals, rather
than treating this demand category as an indeterminate future possibility;

* Adopt aclear water-source hierarchy for large and complex connections,
prioritising recycled and climate-independent supplies over potable water for
cooling, with potable water permitted only where no viable alternative exists;

31 ESC Draft Decision, n. 1 above, section 9.2.7.
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* Demonstrate how serving large and complex loads will not erode environmental
flows or delay the return of entitlements to stressed rivers and wetlands,
consistent with the Central and Gippsland Region Sustainable Water Strategy;

* Commit to transparent annual public reporting of large industrial water use by
source (potable, recycled, desalinated) and by efficiency metric (Water Usage
Effectiveness and Power Usage Effectiveness);

* Provide a clear breakdown of the cost components of the proposed
miscellaneous charges, as the Commission has already flagged;

= Publish its connection policy and negotiating framework, submitted to the
Commission for approval consistent with the Commission's new customer
contributions framework of 22 January 2026;*

* Include express stranded asset management principles for any assets brought
forward to serve data centres, as the Commission has indicated it expects.

We note in closing that the data centre issue is not an aside to the CWA's waterway
concerns. Every megalitre of potable water committed to industrial cooling is a
megalitre not available to protect waterway flow, not available as a buffer for
environmental releases, and not available to offset pressure on surface-water
harvesting. A pricing determination that does not price this trade-off transparently and
does not require Melbourne Water to plan for it, externalises risk onto the environment
and onto residential customers.

Recommendations to the Commission
The Concerned Waterways Alliance respectfully asks the Commission to:

1. Reinstate the full $7.28 million waterway manager step change (vegetation
grants and wetland/estuary management} in the final determination, on the basis
that (a) Amendments VC278 and VC265 have materially changed Melbourne
Water's obligations since the consultant's review; (b) Melbourne Water's own
customer engagement evidence demonstrates clear majority community
support for this expenditure; and (c) the grants-based co-delivery model is the
most cost-effective mechanism for achieving the waterway health outcomes
customers have paid for and are paying for.

2. Reinstate the $13.5 million step change for maintenance of developer-
constructed waterway and drainage assets, on the basis that asset-count growth

¥ Essantial Services Commission, New Customer Contributions Framework, 22 January 2028,
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is not proportional to residential customer connection growth and cannot be
absorbed by a 2 per cent growth allowance.

3. Reinstate the flood investigation research component of Melbourne Water's
floodplain manager step change, noting the direct linkage to the 2022
Maribyrnong flood inquiry findings.

4. Inrelation to the proposed $2.9 million Burndap Birrarung burndap umarkoo
(formerly Yarra Strategic Plan) step change: invite Melbourne Water, to provide
clear and verifiable evidence of the cessation of DEECA grant funding on 1 July
2026; and, if such evidence is provided, reinstate the full $2.9 million step
change in the Final Decision, on the basis that the underlying obligation is
statutory, permanent, and central to the integrated waterway planning
framework now being extended via Amendment VC278.

5. Confirm the Commission’s preliminary view that Melbourne Water's data centre /
large and complex connections addendum is not yet acceptable, and require
Melbourne Water (before the final determination, or via a binding reporting
requirement during 2026-31) to: (a) create a data centre tariff which accounts for
the full cost burden of data centres; (b) model data centre demand scenarios
and integrate them into demand and expenditure forecasts; (c) adopt a water-
source hierarchy prioritising recycled and climate-independent supplies for
cooling; (d) publish annual reporting of large industrial water use by source and
efficiency (WUE/PUE); (e) submit its connection policy and negotiating
framework for approval by December 2026, including stranded asset provisions.

Conclusion

The CWA acknowledges that the Commission's Draft Decision reflects a serious
attempt to balance customer affordability, financial viability, and service delivery across
Melbourne Water's very large and complex portfolio. We welcome specific features of
the Draft Decision, including the preservation of the waterways and drainage capital
programs and the Commission's critical preliminary view on the late data centres
addendum.

However, the Draft Decision's removal of the $7.28 million waterway manager step
change is, in our view, should be reconsidered. Obligations have changed (VC278 and
VC265), community support is documented (forum rankings and 79-80 per cent panel
support), and the delivery model being funded is demonstrably efficient (grants-based,
volunteer-multiplied). Removing a $1.46 million-per-year program that underwrites the
single most cost-effective delivery channel for waterway health cutcomes would be the
wrong call at a time when the state's most critical environmental performance
objectives are already seriously off-track.
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We urge the Commission to reinstate this step change, to strengthen its requirements
on data centre demand and tariff design, and to use its final decision to position

Melbourne Water to meet the obligations now being placed upon it as waterway
manager for one of the most ecologically significant and pressured catchment regions

in Australia.

Cameron Steele

On behalf of:

Concerned Waterways Alliance
concernedwaterwaysalliance.org
concernedwaterwaysalliance@gmail.com

1 May 2026
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